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I remember hearing, some years ago, an interesting descrip-
tion of economic hard times. It went something like this:
An economic slowdown is when you hear that some
people have been laid off work. A recession is when some
neighbors on your street have been laid off work. A
depression is when you have been laid off work.
Wherever we look around the country, hospitals and large
clinical enterprises are having financial difficulty. The cur-
rent experience of University of California at San Francisco
(UCSF)/Stanford Health Care is an example. It is notewor-
thy that both parties were well in the black in November
1997 when all the health care facilities and services of UCSF
and Stanford were merged. During the first year of the
merger, the enterprise had a profit of $22 million. During
the first quarter of the second year, there was an $11 million
deficit, and this is continuing at a loss rate of $1 million per
week. Recently, 2,000 of 12,000 staff positions were elimi-
nated. The outpatient pharmacy is closing. In the simplest
analysis, it appears that the income is relatively flat or
declining, while expenses continue to rise. Once those two
lines cross, there will be an ever-widening gap.
Notable examples of other major health centers include
(1):
c The University of Pennsylvania health system, which lost
$90 million last year;
c Temple University, which lost $25 million; and
c The combined Harvard Hospitals, which lost over $100
million.
Cutbacks in Medicare funding, poor payer mix and the
added costs of teaching and research all suggest that the
academic medical centers may be going, going. . . . It is
inconceivable that this should happen. Academic medical
centers are the vital organs of our health care system. They
are the “brain” because the new knowledge associated with
research advances in health care is mostly tied to research in
our academic centers. Without the knowledge of continuing
research, health care would stagnate. Academic medical
centers are the “heart” of our medical system because of their
educational role. The training of physicians who then
practice in all parts of our country, as well as the four corners
of the globe, is the “output” of this academic “heart.” In a
similar way, educational outreach in the form of seminars,
continuing medical education, and so forth, is part of this
teaching output. Academic medical centers also represent all
other “organs” because they are the tertiary and quaternary
care centers of the nation. All of the complex, difficult and
unusual medical problems can be handled best in these
centers. Thus, the threefold academic mission of education,
research and clinical care truly confirms the role of academic
medical centers as vital organs of the U.S. health care
system.
It is difficult to know how this crisis can be turned
around. With declining revenues, it may be impossible to
make up the difference by “working harder.” Reducing
expenses (mostly by laying off staff) will inevitably reduce
the quality of services and will change the nature of
academic medicine forever. Teaching time will have to be
reduced because it is a “non–revenue-producing activity.” It
may be increasingly difficult to be a clinician and part-time
researcher. Clinical and teaching demands will tend to shift
research activities toward full-time researchers.
Unless society and government recognize this crisis,
economic forces will inexorably roll over faltering medical
centers and slowly crush them. Although I hope these dire
predictions will not come true, we cannot ignore the crisis.
Some believe that a consumer-driven plan will be the health
care system of the future. If consumers take an active role in
managing their own care and have financial incentives, they
will feel more in charge of their health care. Experience
suggests that direct access to specialists is a strong patient
preference. They want the right care at the right time. One
special challenge in any health care system will be to
maintain quality, which may be declining even faster than
the cost of care is rising. Because managed care cannot
measure quality, it has concentrated on what it does best (or
worst)—namely, cutting costs. We need to concentrate on
what we do best—teaching, research and patient care. It is
hoped that we can adapt to the economic pressures of the
present, until a more lasting solution is found. Academic
medical centers: going, going . . . ?
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